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Jamil Mahuad took office Aug. 10 as Ecuador's 95th president, ending the 16-month interim
presidency of Fabian Alarcon. Mahuad of the Democracia Popular (DP) defeated Alvaro Naboa of
the Partido Roldosista Ecuatoriano (PRE) in a closer-than-expected runoff July 12. His inauguration
was marred by tensions on the border with Peru, which accused Ecuador of troop incursions. The
new president's campaign platform included a commitment to stabilize the economy, reform the
structure of the state, respect the environment, and fight social inequality. Voters saw Mahuad,
considered an honest, competent administrator during his six years as mayor of Quito, as the best
chance to end the circus atmosphere that has characterized recent Ecuadoran politics.
To succeed, the new president must also resolve left-over disputes regarding the work of the
Constituent Assembly. The new Constitution, which was given to the government on June 5, goes
into effect with the new administration (see NotiSur, 05/22/98). Recent administrations have been
hampered by acrimonious relations with Congress, which could make Mahuad's job more difficult.
The new Congress began its sessions Aug. 1.
The new Constitution, however, has removed the power of Congress to arbitrarily fire ministers, a
practice that has crippled past governments. Peace is a priority With an imminent peace treaty with
Peru seeming to slip away, Mahuad used his inauguration to call for peace and to promise to defuse
the mounting tensions. "I call on President Alberto Fujimori to join us in a united, responsible, and
cooperative effort, thinking of the future of our peoples, to reach a peace," Mahuad said. "To find
peace, we must find, with the invaluable support of the guarantor countries, comprehensive and
mutually acceptable proposals for our countries."
The two Andean nations fought wars in 1941, 1981, and 1995 over 78 km of unmarked border. The
latest crisis began Aug. 6 when Peru charged that Ecuadoran troops had entered its territory in the
disputed region. Ecuador denied the charge. Argentina, Brazil, Chile, and the US the guarantor
countries of the Rio de Janeiro Protocol, which ended the war between Peru and Ecuador in 1942
have been working since the 1995 violence to see a definitive peace treaty signed. After making
the accusations, Fujimori canceled his trip to Mahuad's inauguration and called a well-publicized
meeting with his generals, setting off fears of another war (see related article in this issue).

Alarcon leaves office with many tasks undone
Outgoing president Fabian Alarcon, named by Congress as interim president in February 1997
to replace ousted president Abdala Bucaram, did what he was asked to do return some political
stability to the country and carry out elections. He was unable, however, to make much headway
in improving the democratic process or in solving the most pressing social and economic problems
of the country. When he took office, Alarcon promised to stabilize the economy, achieve an annual
growth rate of between 4% and 4.5%, reduce inflation by at least 20%, and reduce the fiscal deficit to
under US$400 million (see NotiSur, 02/14/97). His inability to fulfill those promises was not entirely
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Alarcon's fault. Ecuador was devastated by El Nino, forcing government economists to adjust their
goals for 1998 and lowering the predicted growth to less than 2.7%.
Despite the unexpected blows to the economy, analysts do not grade Alarcon well. When he took
office, yearly inflation was running at 31.7% compared with at 36% now, according to studies of the
Instituto de Estadisticas y Censos (INEC). The fiscal deficit jumped to US$1.4 billion, increasing from
3.5% to 6% of GDP. Unemployment climbed to 13.8%, and 60% of Ecuadorans live below the poverty
line. The foreign debt increased by US$350 million to US$15 billion, according to the central bank.

Economic problems cannot be ignored
Mahuad inherits a country that is nearly bankrupt. He now must choose whether to adopt an
economic model based on structural adjustment and stabilization or move toward satisfying rising
social demands.Recently, Mahuad's economic team met with US economist Jeffrey Sachs, who has
advised the governments of Bolivia, Poland, and Russia on economic reforms. Sachs recommended
orthodox adjustment measures, based on cuts in fiscal spending, ending subsidies, and improved
tax collection, to slash Ecuador's budget deficit immediately. But some Ecuadoran analysts doubt the
viability of rigid adjustment plans.
Eduardo Valencia, former governor of the central bank, criticized Sachs' advice, saying his "recipes"
failed in Bolivia and Poland and "the Russian economy could not be worse". New Finance Minister
Fidel Jaramillo said, however, fiscal adjustments would be made with an emphasis on better
administration of existing funds and more efficient tax- collection. In exchange for the austerity
measures, the people will be guaranteed "budgetary management that is transparent, honest, and
with a social vision," he said. Jaramillo also said renegotiating the country's foreign debt would be
studied. Servicing the debt consumes half the annual budget.
Economist Alberto Acosta said Mahuad should focus on programs to stimulate the economy
rather than adjustment. Acosta says if Mahuad implements a severe adjustment plan, he risks
provoking social unrest. Ecuador's population has shown its unwillingness to accept more taxes or
the elimination of subsidies. Alarcon tried dropping subsidies on household cooking gas but was
forced to reintroduce them after two days of protests.

Mahuad must overcome traditional political practices
According to former president Osvaldo Hurtado (1981- 1984), a leader of the DP and political
godfather to Mahuad, the fragmentation of the political parties in Ecuador, their transitory existence,
and volatile behavior prevent building parliamentary majorities or lasting alliances. "Their
clientelism causes them to satisfy the interests of groups and localities and to ignore the public
good and the general interest," said Hurtado. "Their leaders are more like classic Latin American
caudillos and caciques than leaders of modern democracies."
Parties act on whim or out of sectarian interest, Hurtado said, which makes administering a
government difficult. "The loyalty of the members is so weak and transitory that no one pays any
attention to deputies changing their political-party shirt like soccer players to join another party
or form a new organization to better negotiate perks." Hurtado said unless this can be changed,
carrying out policies over the long term will be impossible in any area, particularly in the economic.
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Before taking office, President Mahuad finished putting together the team who will work with him
to carry out his policies. The new Cabinet includes:
*Interior - Ana Lucia Armijos
*Foreign Relations - Jose Ayala
*Defense - Jose Gallardo
*Finance - Fidel Jaramillo
*Education - Vladimiro Alvarez
*Social Welfare - Guillermo Celi
*Energy - Patricio Ribadeneira
*Health - Edgar Rodas
*Agriculture - Emilio Gallardo
*Public Works - Raul Samaniego
*Industry and Foreign Trade - Hector Plaza
*Labor - Angel Polibio
*Housing and Urban Development - Teodoro Pena
*Tourism - Rocio Vasquez
*Environment - Yolanda Kakabadse
[Sources: Interpress Service, 07/24/98; Notimex, 06/05/98, 08/08/98, 08/10/98; El Nuevo Herald
(Miami), 07/26/98, 08/10/98; Spanish news service EFE, 08/05/98, 08/06/98, 08/10/98; CNN, United
Press International, 08/10/98; Associated Press, 08/09-11/98; The Miami Herald, 08/10/98, 08/11/98;
Clarin (Argentina), 08/11/98]
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